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IUSTOBY OF PBOCQDJNGS

In Us October 12, 1994 order mCase No. U-I05SS, me QmrmiScion put.ed at)' Signal,
~ - .

Inc., a license to proyide basie local ac:hanIe service in the Grand Rapids Disuict Exchange,

pW'Slwlt to Section 302(1) of the Michipn TelecnmmUDicatious~ 1991 PA 179 (Act 179),

Me.. 484.2101 et seq. In doinS so, the Commission found that City Sipsal possesses sufficient

1echDica1, &umc:ial, and IIWI&prial resources and abilities to provide buic local exchanlc

service to C\'el')' persOD within the aeosraphic area of the license. The Commission also found

that the granlinS of a Jiceme to City Sipal wouJd not be contrary to the public interest.

No. of Copies rec'd !.
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The record also demonstrates that the proposed rates do, in fact. iDclude a ccmuibwon

to oYerhcads in addition to a return on iJI¥es1mcnt. ID UIY cYCDt, u AT&T carree:tJy points

out, j~ is UDJikely that, cIurina the transitional period, 01)' Sip wiD need a Ja.rp number of

loops to serve the customers it ac:quira m the Grand Rapids area. ~. result, any positive

or =pM effect rcsuJtinI from the prices wiD be limited. Moreover, Ameritech Michigan's

dewlopment of its TSLRIC COlt Study, as required by the September 8, 1~ order in Cue

No. U-10620. wiD mate npoIQbJe to address dDs issue more fuJJy irs a a=cric proceeding.

Tbe Omm,;stion Nnher finds that the SlIDd S11 rata are based on total company costs..

.CoDsequcndy, ifAmeriteeh MkJUau auessa a federalmarcharJe for me \JDbuDdJed loop,

that'c:lwJe should offset the sa and S11 rateS. Not aJJowinI for aD offset of any mtemate

rec:avezy dvauJh the EVa.. clwp would rCS1lJt in • double recovety of interstate com.

Based on the foresom. discussion, the Comnriuiml fiDds that City ~paJ" proposed

ttl pridn, is reasonable on a U3DSitionaJ basis and, therefore, it should be adopted. In c:emuast,

the Commission agrees with the AU's conclusion that Ameri1Cch Michigan's criticism of the .

Sds analysis is disingenuous because it did DOt o1fer its own analysis, despite the fact that

it ad the opponunity to do so. Althaulh Ameriteeh Midtipn =tplaiN that it did not make

• prClcntation because it does not propose to offer WlbuDd1ed loops, the company could have

presented testimony on this issue and chose not to do so.

LogI Number PoaGilitt

Local number ponability is the abilil)' af a customer to chaDp basic local excbaDp scnice '

prariders while mamma his or her loc:a1 tclcphone number, i.e.. the loc:al tclepbcmc ~umbcr

is tIponabJc· between carriers. City Signal conteftded tbat JoeaI number portability is c:ritical

to aD emetJinl competitive basic local cxchaDp market, because customers wiD be reluctant

, PaacS7
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to cb.aDJe LEO if they have to change their te1cphcme numben.. However, the ability to keep

an CIistinJ Jocal telephone number when U'IlJSfelrin,lO uomer provider does not exist today

as it docs for 800 prefix DWUbers. City SipaJ therefore ·requested that th~ Commission

require Ameritec:b Michipn to provide aD mterim soJudoIl to DUmber ponability throuBh any

technically feasible means aDd to deYe10p • loDJ-ran.e solutioll such as a data base solutioD

usinl SiJlWliDa System 7 (SS7) teelmololF.1Z

A$ aD interim soludon, City Sipal proposed to VIC two .mea cmrendy offezed by

Amcritech Michigan-Direct Inward DiaJiDI (Dm) and Remote CaD ForwardiDI (RCF). Dm

I,
I

:1
'I.,
I'

provides an altemative number ponabiJity soludon for 1arp customers Of Jar.cr groups of

telephone numbcn. Usin, Dm, a can comes into an Amcritech Michfpn central office aDd

is directed to • dedicated om eme-way tn1Ilt that traftSports the caD to its final destination,

which could be a City Sip central ofIice. RCF euabJa a ~tomef to remotely forward a

~, caD from one central office to another central ot6ce. ' Oty SipW further proposed that it

would also pnMde number ponability ill situations in which it assigm the initial number and

the customer changes its local acbaDae service provider•
.

- DID and ReF were not~ to be ~ as DUmber ponabiJicy options aDd,

consequently, most of the panics arpcd that they are fu:ndamemaDy inadequate soJutioDs on

a lonl-term basis. Neverthelcss, none of the parties objected to the USC of DID and RCF lO

effect number ponabiUty on an interim basis. MCI, bOWCYCft recommended that the

Commjqjon establish a dcadJiBe of one year for Amcriteeb Michipn to dcYe10p a lonl:term

Dumber portability soJutimL

•
as57 is a network si..... system, which accomrrodates mhanc:ed 800 service, wide­

area Cal1rcx services, vinual private netwOrks, and other types of acMmced
wecommunications scl"iccs..

'.58
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The rem-min. issue in dispute relates to me appropriate price for DID and RCF services.

City SipaJ proposed that. U aD interim mcuwc, the CommisPon require that number

ponability be provided without charF for policy reasons simt'ar to those adopted in other

states.. More spccific:aDy, City Sipal and MO recommended that the Commission adopt a

sohJtioil similar to that proposed by Rochester Telephcme COmpany before the New York

Public Serrice Commiuicm. That commission aDowed the addidcmaI switchinl and uampan

costs associated with the proviSioft·ofDumber ponabiJily duoup DID or RCF to be recovered

throuIh a surcharse OD telephone _bers, pa,abJe by each local e.xchanp serW:e. provider

based on the number of telephone numbers setved by each carrier. (Case. 94-C-009S,

FebruaJy 10, 1994.) MCI argued that this approach is premised on the assumption that there

is an economic value to havin. number ponabiJity. whether or Dot a particular customer uses

it.

BecalJSC cost informaaon reprdiDJ DID_~JlCF was Dot initiaDy avNJable, the Staff
.~ --

1-83' and CitY Sipal's and MO's briefS, t,his~_e~Wlte to a rate of between 5.58 and S.83

per telephone_l.'loUDber ~1DODth.
--~ -

The swr further proposed that, for tc:nniDation of a poned DID toU caD to a City Signal

cnd-user, Ameritech Michipn would only be able to bm aD IXC for the tandem switching ratc

if it is applicable. On the other hand, City Sipal would clwp an IXC the: local switching and

end-ofBce cJwses. Aa:ordin, to the Staff', this wO:1 emure that each LEe receives the

appropriate poniOD at switched access charges with no double biDing of IXCs.

Pate 59
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...J AmeriU:ch MichiPD coadDue to pay CitySip! me S.QS 1ocI1 caD termination charge: for calls

terminated OIl Chy SipaJ's~rt. In other words, the SidapJained, tcrmmatiOD characs

shoa1d CODtiDue 10 apply cwtrl. in situations. ill whjch DID or ItCF is used by Qly SiIoa).

themby actiDI U aD offset to DID ad RCF dwJCs.

WCI uscned that, jf there are to be charps for the prawiIioa of Dm ADd ReF, they

shoaJd be set to recover Amcritech Micbipn'. maaDalw CGICL Based CUI Ameritech

MidliPD'S respoftSCS to Mers discoYery~Me.caJcaJated the.~taJ COltS for
r- ------.-------------.- _.-+.---

UIinI Dm IDd Ita to be appiaximateJy $.20 aDd SLl4 per IIIOIIth, rapcc:d\'dy.

Ameritech MichipD. on the other hand, contended that these semces· should ftot be

offered at cost. AccordiDI to Amerit&ch Michipzl, it would be iDappropriate to prcMdc tbCIC

scnic:es to Cily SipaJ at iftc:n:mcDtal cast while ather custoIDCrS must purchase them at

tariffed rata. Amerited2 Midlipn wimess WiDiam DeFrmc:e, Director af Components and

IntercoDDecaon for AmeriteCh's Information Industry Scrriccs, testified that DID is currcndy .

offered at a rate far Purc:basinl blocks of 20 tclcphone mJmbas. However, he indicated that

AzQ,eritech ~chipn would be wiDinl to offcr a per te1cphoDe number rate, which he

estimated would be S1.50 per telephcmC number per mcmth. A£ to RCF, Mr. DeFrance stated

that the dwp associated with that~ce is 520.45 per tiDe per momb, plus S.082 per caD.

Ameritech Mic:hipD also took issue With the calculation of the mcrementaJ COlt of DID

and RCF. Ameritech Michipn staled that om was developed prior 10 the emerpnce of the

number portability issue and, consequently, no costs have been developed to provide DlD as
.

• mllDber ponabiJi1y solutioD. Funhermorc, Ameritech MichipD submitted thaI there are a

number of deficiencies iD the calculations performed by City Sllftll aDd MCL Ameritech

Pqe60
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MichipJl presented similar arguments relative to RCF IDd pointed out that the CoJm"ission's

December 22, 1992 order in Cue No. U·10064 fouDd Ref to be In umeJUlated SC1"Yicc. AJ

to the n=vay of COltS, Ame.ritech MicbipD arped that cost C8UCft sbOlI1d pay for the price

of a poned n1DDbc::r. The compay usened that &II)' ocher arraDpmeDt would create

sublkties from the c:ustomen of ODe prtWidcr to the aJItOmers of &DOthcr prcMder.

Amcritcch Michipn also lOOt the pat:ition that it would be inapaDl1b1e to mandate that. ,

a etata basen~portability solut:ioD be cJcwdopecl within ODe ,ear from the Commiuion

order u mgested by Ma. Amcritech MichipD stated that DO mdax:e was produced to

sappoft such a schedule. Rather, Amcriteeh Michipn pointed oat. cMdace showed that

AIDaitec.h ~ipn and AT&T have been workilil with the indusay to develop aD

appropriate solutiaD. ConsequemlJ, Ameritech Michipn submitted, it would be improper to

UICSS a. pcDIlty apiNt. it because the iDdusuy has Dot u ,et developed • true Dumber

ponabiJily solution. FJDIDy, Ameriteeh MidUpn cOntended that the Rochester Telephone

Company casc provides a poor cost modd for this procecc1iDJ. Accordinl to Ameritech'

MidUpn, that case was predicated on a settlement ofoYereamiDp invoMDa' compreheDSive

all=ment ~tweenROchester TelePhcme ColDpaD)' and TIlDe Warner, Inc., eDcompassinl

issues that are Dot comparable to the maners presented in this cue.

GTE arJUed that 1IUIDber ponabDity should not be required until the demand for it is

dearly established. GTE also contended that the cost for number ponabiJicy should be bome

by those who waD! it, because it would be UDfair to reqwre Providers and CuslOmers that have

DO demand for number ponability to subsidize those who waDt that option.

Pate 61
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MECA toOk the position that number portability is a national. issue that must first be

resaM:d at the federal leveL MECA therefore recommended that thc Commission defer this

issue to the Fcc.

De AU DOted dlat aD of the panics recopizcd that DID aDd Ra:' an: the anJy cmrcntly

aYaiJabJe soJ'Dticms to number ponabiJity aDd that, whiJe they have some limitatiODSt they may

be used CD an interim basis. Thc AU ackDowIedFd tbat these serW:cs were nOt oriJinaDy

established to proyide • number portability soJadaL HCM'CYe!'. he faUDd tIult tbey wiD provide
.

aD adequate solution on a Ir'IDSidonaJ basis. The N..J further fcnmd that these serYices should

DOt be provided to iDterCODDeainl carriers free of duqe. He was also not satisfied that the

Rochester Telephone Company ~ttJcmcnt should be used as precedCDt in this case, because .

no details .n:prdiD. the circumstances Jivinl rise to the settlement and the agreemcnt itself

Althou&b the AU &&reed with the Staff that Amcritecb Michipn should make DID and

ReF a~bJe to City SiP'l at equivalent cdsdna rata, he found that MCI's calc:u1ation of

the incremental. costs for those services was reasonable. Hc concluded that the cross­

exa.mjnatioltreUcd CD for those caJcuJations supponed the cemch1sion that they did, in fact,

represent the irlcrcmcDtal cost of the sel"iccs. The AU also found that the Staffs proposal

to prevent the double biDiDl of IXCs for caDs tem1inated under these interim solutions is

satisfactory and, therefore, he recommended that it be adopted.

FiDaDy, the AU was Dot persuaded that a lime limit·Should be placed on Amc:ritech .

Mic:hipn for the ~1opmeDt of QUe number ponabiJity. He DOted that the record

demcmsuated that Ameritech Micbi~ a1on& with the iDdusuy. is warms taWar<l

developmcDt of a technicaDy feasible number ponabiJity solution, and no evidence to the

Pap 62
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CODU'IIY was presented. The AU therefore concluded that MCI's proposed dcadJiDe was not

juRi&cd ad sbould be rejected..

~a exccpu to the AU's rejecdoD of its propoted deadline for Ameriteeh Michigan to

praride InC IIIIIDbcr~Aa:onIIIIi ID Mer. wIlbcnd dIrecdaII tram tlle CommisoiaD,

ADleritccb MkhipD will DOl wiDiqJy implemCDt uue Dumber ponability be4:ause it wants to

keep irs Competitive advaDtaps as JODI as possible. ~a conteDds that, based on past

cxpcrieDc:c with Amcritcch MicJDpD, the Commission should require Amemcch Michipn 10

develop a UUC Dumber ponabiJig' solution within one year of the Commission's order in this

~-:)

MCI also arpcs that,undJ we mambcr ponabDity is implemented, the AU should haw

~ the compensation tbrahoJd to plus or minus 5O'J'.D MCI points out that it

pioposed that threshold to I'tICOpizc the need to provide inccDti¥es~ Ameritech Michipn

to provide tnie number ponabiJity. AddiUcmaDy, MCI submits, 1D1tiI true: number ponability.

is available, it is possible that uatlk flows belWeen Amcritech Michigan and a new enuaDt

will be unbalanced in favor of Ameritedl Midlipn.

~ -
Met P:s Oil to up: that the AU also erred in rejeCIiDJ the approach used by the New

York Public Serrice Commission in the Rochester Telephone Company case. Comrazy to the

AU's findina, MCI asscns, the record is replete with references to the cirCUlDSWlCeS gMnl

rise to the settlement aareemcmt and the terms of the agreement itself.

reprdins the pricifta of both Dm and R.CF when those services are used for Jlumber

portability. 1D particular, Ameritech MidUpn states that DO cost witness presentedtes~

"This is the same issue that was addressed in the section on mutual compensation.

PapS
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addressin. the cost ofDID service when it is used'as a mzmber portability option. Amcrlrech

Michipn svbmiu that the Commission should focus OIl the policy issues related to appropriate

pridna of aisdnl services when used as ID interim Dumber portability option. SpedficaDy,

AmcriIech Michip,D COIltimJcs, the CammjpiOD should c:1arify the AlJ's Yip

ncommendadcm to c:huae -equiva1cDt prcsem tala- for ])11) With a dCu:mUnaDOD that, wheD

1IIed as a Dumber ponabiity soIuticn, Dm sboaJd be priced at a JeveJ mat is cquivaJeDt to

the pro rata share of its cmrat rate mat rcprescD1S tbc ])ID compcmcms used to provide

umber ponabiIity.scnic&. Ameriteeh MichlpD also submits that the Qmmrission should

rebiD from es&abJishiDs a discrete price far RCF u • mamber portability opdon because no

mdeDce was presented reprdin. the cost of that service when it is used for that purpose.

Ameritech MichipD CODCludes that compeDed productioD of a 1988 caa stUdy, which is the

most recent wnicm ofRCF costs, and MCl's faulty calc:ula1ioD do not provide support far the .

establishment of aD)' rate.

Moreover, Amcritech MichipD contilwes, the Commission has DO authority to require it

to modify the prices it charJes for RCF services because, in its DeCember 22, 1992 order in

Case No. U-lQ064,~ Commission determined that RCF is ID umCplaled SeMce.
~ -. .-

-
MCI responds that its incremental cost alc:uJarions are the most a=uratc c:cst stUdies of

DID and RCF that exist today. MCI points out that, lite its~on on compensation far

uaffic termination, Amcritech Mic:hipn has failed to offer aD)' CODtraIJ cost eYidencc or

aDaIysis on the record. O:msequendy, MCI arpes !hat the AU properly rejected AmcriIech
. .

Michipn's proposal to price DID at its pro rata share of aD compcmcnts used to pnMdc the

ad-user service. mdudiDJ contribution levels in line with comparable serrices. Aceordirt,IO

MCI, it would be fundamentally aDtiooCOmpetitM to price what is • bottleneck service, but

Pap"
U-10641



~ 3-05-1996 4:04PM

./

FROM ALTS 2e24674220 P.11

1.1

competitively essential, for COIIlpetidYe LECs in the same IIII!U'let d1at Ameritech Michigan

priclIs optional eDd-uscr basic local cxchaDF set¥iccs.

Amcritcch Michipn also excepts to the AlJ's adopdOD of.SWI's proposallimitiDllhe

CGIIlpIDf to die UlCssment of a WIdem switch dIarp far caDI te:miftadq from aD DeC to

• parted number. Ameritedl Micbipll arpa that it sboUJd be aDowed to cantiDue to dIarp

IXCI aD tcrmiDatinl access rates as well U 10 reccM payIDCIIt from City Sfpa! for Dm aDd

Ra. 1D support of its posiIioD. Amcrit.edl Middpn arpes that when Dm ad aa: are

tiled, it continues to m= all Of the accea com it woa1d~ iDcurred if the DUlDber was

retaiDed for its OWD CUSIOlDe:r. Spcdflca11y, Ameritedl M"dtipD submits, it c:antimaes to incur

'UdaD switchina. local switchinS traDSpon, camer CQIZIIDOII line, aDd aD other access casu.

ID COiIU'Ut; Ameriu:ch Michipn rlaims dial c:ompetidve LECs do Dot incur any ac:ee.a casu

ponabiJity arranlemCDlS. Ameritech Midripn coftChadcs that the ALJ's recommendation is

DOIhiD& more than an ancmpt by MCI, which made this arpment, Ie mapprop~atelyfecNce .

the access char,es it pays to Ameritech Michipn and to provide an adYan~le to a competina

Na responds that this is completely erroneous. To the canuaty, MCI submits, the

competitive LEe incurs aD ccsu of access in termiDatiDa an IXCoriJinated~ just u it

woald if the !XC could send the can directly to a NXX code resident in me competitive LEes

ead-office switch. 1D "other words, it switches the caD,~ it, and te:miftateS it to the

cnd-user' cm:r • commcm line tadlity. Furthermore, MC maintaiDS that AlDerite:eh MichipD

does DOt incur aayr.hiIIa approacbins an the casu it daitN. For eDlDpJe, MCI points out,

AI:Dcritech Michipn does nOt incur carrier common tiDe e:xpemes because a ported caD ne¥cr
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is switched to • local loop by the i1Ic:umbeDt LEe FinaDy, MCI &flUes that Amcrilcch

MicbipD is compensated for its switching functions associated with DID and RCF because

it wm feccM the incremental costs built mto the rates for those services.

ATaT aarea with MO £bat AmcritecJi Micbipn'. iDtapretation of this issue should be

rcjcacd because it wouJd aDow AmerilCCh Micbipn to double recover some expenses and to

am ~CDueswhen no COla are acmaDy iDaJrred. AT"T auens that the AU correctly

S01IIht to prevent an !XC from beiDa biDed access twice wbeD its caD is poned between local

camcn to achieve interim number ponabili1y. AccordiDI to ATILT, IXCs should not be

daabIe-bDJcd for access fune:uom. lnslead, ATIl.T submia., when DUmbers are poned between

local carriers, Ameritech Mkhipn wiD be expeacd to recover some of its costs in the price

. it charps the new carrier {or DID or RCF.

The Comnriaion finds that the AlJ property uaJ,zcd this issue. GMD the CODSeDSUS that

,~I DID and RCF arc the only currently available solutions to number ponability, the I

CommigiOD fmds that they are appropriate only on an interim basis., However, at this time,

the eommiaicm is not persuaded that uk.dUne~d~~~~!?~~eriWchMj~hig~n

~o CIcve10p tiona-term solution. Because this is an issue that the enUre mdusuy is addressins.

it is not appropriate to sinlle out Amcritech Michipn by imposiDI a deadline or a penalty

at this time.

Tumi:nI to the rates for DID and RCF, there appears to be some ccmfusjOD amoDg the

parties repnliDl the AU's &lding on this issue. To clarify,tbe AU ultimately concluded that .

Mers calculation of the iDcremcntal COSts of prcwidincDID aDd Ra, rather than the current

tariIfed rata, ... reascmable. The Commission finds that this ccmclusion is supported by the

record. Cross-enmmatioD ofMr. DeFrance revealed WIthe cxisdng ratcs for Dm and RCF

Pap 66
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.~ funcuom that are Dot necessary for number panahili!)'. For example, Mr. DeFrance

.~awledpd that the price of DID includes a private branch exc:hanae (pBX) charge of

SI0.71. Mr. DeFruce aped that, 'because a PBX aunk is an outbound U'UDk, it is not

Deeded to provide ponabili'Y, which is an mboUJld sent=.

The Commission 'Chcreforc finds that the iDc:n:mcDtal costs developed by MCI ~l

appropriate for the pric:ins of DID and 1\CF on a nnsiUcmal basis. Specifically, thOse rales

are S.20 per Jinc per month for DID and Sl.141 per JiDc per mODIlI for RCF. Apin, conuary I
i

to iu contention. Ameritech Michipn had the oppommity IOprcscnt options for the priem, I

ofnumber portability options, but it chose DOt to do so~ CcmsequeDtJy, Ameritecb Mkhipn's \. .. !

criticism rcprdinl the developmenl of the appropriate pricing lacks merit.

The Commission also rejeeu Amcritech Michipn's arpment that the Commission has DO

authority 'to modify ,the prices for RCF became it is an umcpiated service pursuant to the

..J December~ 1992 order in Case No. U-10064. Ameritech Michigan ignores the fact that,

in the NOYembcr 23, 1994 order in this case, the Commission noted that, in Case No.

U-10064, the RCF service at issue was an existing custOm calling feature provided to end-
~- ".

users. In CDfttrast, in this case, City Sipal has proposed to purchase ReF (and DJD) from

Ameritech Michigan to effectuate number ponability, which is an interconnection i5sue. A$

such, it. is a.~~!~ scrYicc and the Commission may set the price.

TumiDa to MC's proposal that the costs for DID and RCF should be recavcred throuF

a surc:harge on telephone customers, the Commission finds that.it should be rejeCted. The

CommjsPoD is DOt coD'Vinced that all customers should be assessed such a surcharge during

the transitional period, or that competitive pressure wiD necessarily force new entrants to

absorb the surcharge rather than pass it on to c:mtomers.
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The Commimon also is not persuaded that, lmtil true DUmber ponability is implemented,

the compematicm threshold shoWd be increased to plus or miDus 5091. The Commission has

aJrcady rejected thaI psopouJ earHer in tbis order.

FmaDy, the Commislioll6llds that the AU propedy CODduded that there should be a limit

em the act?"' chlqea Amcmcch MichipD uses.. ill me. mmDces mwbicb DID and RCF

wiD be UICd. No cWScDce was prescZ1led 10 suppon ArDedtech Mic:bipn's u.senicm that it

ccmdrmes to iDem' aD of the same ICCCSI COltS that it would~ iD termiDadDJ a can to its

GWD custamerL As AT&T so aptly paiDts aut, S11d1 a 'C""rio iDmidYeJy seems impossible

Ifvaa the fact that the DCW canicr wiD prcMcle .both die eftd.office swicchiDg fuDc:tion that

routes the caD to its fDW destinadon and the end-user loop itseJf,

SeCticm 305(1){j) of AI:t 179 Nquira bask Jocal elChap proyfders to FOYide directory

.~ 1isW11 information to an pmcms requestin,lhat iDformadoD, iDdudiD, affiliates, without

=reasonable discrim.inadcm. ScctiOD 309(1) of AJ:t 179 requir~ basic local c:xchanp

providers to provide their customers with an annual printed directory. Relyins on those

prOvisions, ~ty Sip] astened thaf ~c Deed for CODUDOD ac:cas to a daa. base of local

telephonc numbers is ID int&rCOJmCCticm issue.

City SipaJ took the positicm that there is a public Deed that au D\UDbcrs.within a r=
community of imc:rest, NCb u ~ Grand Rapids DisaiCl&dwaae, be 8"8ilablc in a common,

cenuaDy mamtaifted data base. City Sip! therefore proposed that each ~erbe required .

to submit its list of customers to the data base ad'D;nWa-ator. Each local achese provider

coWd then access from that Jist the numben Deeded to prawide directory assistance and·.

complete telephone directory for distribution to iU subscribers. In the future, City Sipal
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